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Abstract
The fall of the Berlin Wall confirmed
the victory of the capitalist system over the
communist system. The emergence and
evolution of globalization have already
produced significant changes in the
world economy. In the age of globaliza-
tion, the free movement of people and
goods requires the finding of high-quali-
ty transport solutions all over the world.
In order to offer a high level of mobility
and to ensuring the competitiveness of
the European economy, the European
Union (EU) has grounded its own trans-
port policy, based on some major objec-
tives. Among them, revitalizing Europe's
railway is one of the most important.
Railways are going to represent in the
future a key transport mode for both
freight and passengers in EU. Focusing
on railway customers has become an
imperative of the present European
transport policy and that is why EU's
need for high quality railway transport
services has remained as important as
ever. Under the globalization impact, EU
decided that railways should be priva-
tized in all of the member states. Based
on a comparative analysis made between
Japan and Romania, the paper shows
that railways privatization can be a suc-
cessful story.    
Keywords  railway transportation
services globalization European Union
(EU) privatization Romania Japan  
Rezumat
Cãderea Zidului Berlinului a con-
sfinþit victoria sistemului capitalist asupra
sistemului comunist. Apariþia ºi evoluþia
globalizãrii au produs deja schimbãri
semnificative în economia mondialã.
Deplasarea liberã a oamenilor ºi a
bunurilor în epoca globalizãrii cere
gãsirea unor soluþii de transport de înaltã
calitate în toatã lumea. În scopul oferirii
unui grad înalt de mobilitate ºi al asig-
urãrii competitivitãþii economice, Uniunea
Europeanã (UE) si-a fundamentat propria
sa politicã în domeniul transporturilor pe
baza unor obiective majore. Dintre aces-
tea, revitalizarea cãilor ferate europene
este unul dintre cele mai importante. Cãile
ferate vor reprezenta în viitor un mod de
transport cheie atât pentru mãrfuri, cât ºi
pentru pasageri în UE. Concentrarea pe
consumator în transportul feroviar a
devenit un imperativ al politicii actuale
europene în domeniul transporturilor ºi de
aceea, nevoia UE de servicii de transport
feroviar de înaltã calitate este mai actualã
ca niciodatã. UE a hotãrât, sub impactul
globalizãrii, ca toate statele membre sã-ºi
privatizeze transportul feroviar. Lucrarea
aratã pe baza unei analize comparative
efectuate între Japonia ºi România cã, pri-
vatizarea transportului feroviar poate fi o
poveste de succes.     
Cuvinte cheie  servicii de transport
feroviar globalizare Uniunea Europeanã
(UE)  privatizare  România  Japonia
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Introduction
After the fall of communism in
Eastern and Central Europe, globalization
has spread much more rapidly in the
world. Market economy, liberalization,
competition, deregulation and privatiza-
tion are some of the main drivers of glo-
balization. The free movement of people,
merchandises and services demands effec-
tive transport systems as a key component
of a higher economic competitiveness
both in the European Union and in the
world [3]. The competitive advantages of
rail transport compared to other transport
modes offer huge possibilities of railways
development [6]. The scope of the paper is
to show that better railways transport serv-
ices and systems are needed in the age of
globalization. Is the railways privatization
a solution? Experiences from Japan and
Romania are quite different. However, the
privatization of railroad sector is the result
of the evolution of a global business cul-
ture process [9].
1. Globalization and the 
railways transportation services
The triumph of globalization in the
21
st century has brought major changes in
the world economy. Among other things,
globalization means a growing interpene-
tration of domestic economies, a wider
variety of products and services available
for any customer of the world and a short-
er product/service life cycle. All this
emphasize the need for a higher mobility
all over the world. As a result, the trans-
port sector has become vital for the eco-
nomic growth in the age of globalization.
Some of the main issues of the globaliza-
tion progress in the transport sector are:      
 The explosion of global trade, espe-
cially after the fall of the Berlin Wall, has
determined the development of transport
services and systems. The annual growth
rate of the world trade between 1950-2004
was 5.9 %; 
 The demographic changes and
migration are reasons for the growth in
passenger and freight transport (Frank,
2006); 
Customers chose between different
transport services depending on various
factors, such as: cost, speed, comfort, safe-
ty, convenience, frequency, reliability;
Both competition and cooperation
in the transport sector are developing all
over the world (Sharma, 2005);    
Despite the fact that the competitors
are changing rapidly, the nature of the
competition in the transport market does
not seem to have changed in the last
decades. It still operates on the basis of
prices and time (Bonnafous, 2001);
Today's market competition among
transport modes (railways, airways, road
transport, waterway transport) is very
tough;
 Performances of each transport
mode are determined in a larger manner by
the technical and technological changes.
Information and telecommunication tech-
nology plays now a key role in the trans-
port sector;
The role of the State in the transport
sector has diminished in the last decades.
However, the State or the supranational
bodies (for example European Commis-
sion) remains the regulatory authority lay-
ing down the terms of the competition.
Moreover, State's investments are needed
in the transport infrastructure.
In the European Union (EU), the
Treaty of Rome (1957) consecrated the
desire of member states to share a com-
mon transport policy. Member states re-
cognized that the transport sector is one of
the central factors in a modern European
economy. Nowadays, transport accounts
for over 10 % of the EU's gross domestic
product and employs more than 10 million
people. That is why the commitment of
member states put transport services at the
heart of Europe's economic development.
In 2001, the European Commission (EC)
presented its transport policy in a White
Paper entitled „European transport policy
for 2010: time to decide“ (box 1). 123 Nr. 22  Iunie 2007
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In sum, the White Paper offers a
dynamic plan of action to achieve a better
balance of transport modes in Europe. In
the age of globalization, the EU has to
develop a sustainable transport system
from an economic, social and environmen-
tal point of view. Railways show a number
of competitive advantages compared to
other transport modes: 
 railways are good at mass transit
and transport of high volumes of goods
and number of passengers;
 the energy efficiency of rail makes
it less polluting than road and airways;
rail is the safest mode of transport [6].
Revitalising Europe's railways repre-
sents one of the major challenges facing
EC and EU. Railways has lagged behind
other transport modes- such as air travel,
road and inland waterways-, but the EC
believes that rail is attractive to customers.
In this respect, rail networks, rail passen-
gers and freight in Europe are good exam-
ples (table 2, 3 and 4).  
Box 1 
Published in 2001, the White Paper includes an action programme extending until 2010
based on the following guidelines: 
 revitalising the railways; 
 improving quality in the road transport sector; 
 promoting transport by sea and inland waterway;
 striking a balance between growth in air transport and the environment;
 developing high-quality urban transport; 
 managing the effects of globalization;
 developing medium and long-term environmental objectives for a sustainable 
transport system etc. [5]  
Table no. 2. - Longest railway networks in the world (‘000 km)124 Amfiteatru Economic
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Table no. 3. - Most rail passengers (km per person per year) in the world
Table no. 4. - Most rail freight (million tones-km per year) in the world
Sources: [17], [18]
After the last enlargement from 2007,
EU's need for better transport services has
remained as important as ever. J. Barrot,
the European Commissioner for Trans-
port, stated that „railway customers want
to have high quality, end to end services
without regard for the internal borders of
the European Union“ [1]. Focusing on
railway customers has become an impera-
tive of the present European transport po-
licy.    
If rail is going to become a key trans-
port mode for both freight and passengers,
the EC considers that it is essential to build
a fully interoperable railway system for all
Europe. In order to give rise to a competi-
tive railway sector, the creation of an
European integrated railway area, the
complementarity of European railways
with other modes of transport and the use
of advanced logistics solutions are ingre-
dients absolutely necessary of the EU rail
reform [12]. On the other hand, the logic
of globalization requires the introduction
of competition, both in rail freight and
passengers [11]. That is why, EU decided
in the mid of the 1990's that railways
should be privatized in all of the member
states. 
2. Railways privatization 
in Japan and Romania: 
a comparative analysis 
Due to privatization and deregulation,
railways are under tremendous change in a125 Nr. 22  Iunie 2007
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globalized world. For example, while in
United States, New Zealand and Japan
government has decided to keep the rail-
ways companies vertically integrated, EU
has decided that infrastructure     has to be
separated from the freight and passenger
operations [9]. The railways privatization
is rather a long process because it takes 10
years, in average. Our comparative analy-
sis focuses on Japan and Romania.   
a) Japan 
The first Japanese railway was inau-
gurated in 1872 between Shinbashi and
Yokohama, in length of 29km. The first
boom of private railways was between
1885 and 1890, followed by the second
one between 1895 and 1900. Many private
companies appeared and developed rail-
ways networks. However, the Japanese
government decided to nationalize those
railway services and networks in 1906. In
1949, a state owned company called Japan
National Railways (JNR) was established.
The management of the company fully
depended on the Japanese government. 
Railway business environment
became harsh because of the competition
with road transportation. Passenger and
freight rail transportation had lost huge
market share. Due to the high economic
growth rate of the 1960's, the life style of
people demanded another transportation
structure and system. However, manage-
ment of JNR continued as it was and JNR
faced deficit in 1964, and then started to
accumulate loss every year. JNR manage-
ment assumed that government would
cover every deficit. Actually, JNR man-
agement disposed very limited liberty in
the decision-taking process. Ticket fare,
new line construction, budget, investments
and business plan, all were decided by the
Japanese government. 
JNR management could do nothing
without government authority in such a
critical business decision. Top manage-
ment of JNR was also appointed by go-
vernment. JNR failed in adapting itself to
an increasingly competitive transport mar-
ket. 
Huge losses convinced the Japanese
government to privatize JNR. Consequent-
ly, in 1987, the company was divided into
six JR regional companies (East, West,
Central, Kyushu, Shikoku, Hokkaido) and
the Japan Freight Railway Co. Now, these
seven companies hold all the shares of the
Japan railways system [15]. On October
1st, 2004, Japan celebrated the 40th
anniversary of the opening of the Tokaido




th, 1854, the railway
Oravita-Bazias in length of 62.5 km was
the first Romanian railway. The period
1864-1880 was a period of foreign conces-
sions in the Romanian railways. In 1878,
after the Independence War, the Romanian
state became the first owner of all the rail-
ways on its territory with a total length of
1377 km. The biggest switchyard is locat-
ed in Bucharest, built between 1910 and
1913. After the Second World War, the
Romanian communist regime created
Calea Ferata Romana (CFR), a stated
owned company and monopoly.  CFR was
a founding member of the International
Union of Railways (UIC). Railways deve-
lopment was seen as a symbol of Roma-
nia's rapid industrialization and, therefore,
a significant amount of investment was
allocated to the rail infrastructure. 
In 1990, after the fall of communism,
Romania has remained a country with one
of the largest, most dense and frequently-
used railway network in Europe, but with
a relatively outdated infrastructure. CFR
became National Society CFR (SNCFR).
Railways transportation entered in mas-
sive decline and suffered huge losses. In
1998, the reorganization of CFR allowed
private operators to hold 10 % of Roman-
ian railway tracks. Thus, a national com-
pany CFR SA and other four commercial
companies (Freight Company CFR-Marfa,
Passengers Company, Railway Manage-
ment Company and Assets Management
Company) appeared from the old SNCFR
[10]. This organization has imposed newprinciples, such as: exploitation and main-
tenance activities of public railway infra-
structure are separated from that of operation,
the public and private railway patrimony is
exploited on economic criteria, the access of
different operators on the infrastructure is
achieved in the terms of competition.        
Is Romania different from Japan? Yes,
it is. Each country has unique characteris-
tics. Railways transportation services and
systems deeply depend on national land,
its structure, economy and industrial struc-
ture. Japan has a higher population num-
ber and density, a huge metropolitan area
and is rounded by sea. 200 private
Japanese operators in passenger rail are
active in the same market with JR. The
yearly number of rail passengers is about
92 million in Romania and 8585 million in
Japan. Romania has around 1000 rail sta-
tions, Japan has 4972.   
Regarding the railways privatization
process, Japan succeeded in developing
and implementing a new transportation
business model. The privatization was
rather a corporatization of JNR because all
shares of the new JNR (JR Group) were
owned by the Japanese state [14]. But, in
order to eliminate the political interference
with railway management, the promoters
of the Japanese rail reform preferred the
term „privatization“. Before 1987, JNR
lost about 50 million USD daily. After pri-
vatization, the new JNR has a daily profit
of 6 million USD.   
The present separation between own-
ership and management is different in
Japan and in Romania (figure 1). 
126 Amfiteatru Economic
The services in knowledge society 
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Romania is still in a transition phase.
Behind its success, JNR totally restruc-
tured the former company. The organiza-
tion was redesigned, being focused on cus-
tomer. The new seven companies expand-
ed the retail activities in the rail stations
and entered in the real estate businesses.
The business opportunities around the sta-
tions were fully utilized. At last, the new
JNR has become profitable. 
Railways privatization doesn't guaran-
tee the business success. Privatization could
be a trigger in changing the corporate organ-
ization and culture. Nevertheless, restructur-
ing, deregulation, institutional change,
national consensus and corporate innovation
are necessary for a successful privatization. 
Conclusions
In the age of globalization, people and
goods are moving around the world much
more frequently than in the past. Accord-
ingly, the need for higher mobility requires
competitive transport modes and better
transport services. The development of the
transport sector is essential for the world
economic growth. For that reason, revital-
izing railways, especially in EU, has
become a major challenge of our times.     
The importance of our article lies on
the comparative analysis made between
Japan and Romania regarding the rail-
ways privatization. In both countries,
this privatization was the result of glob-
alization, but the philosophy was quite
different. In Japan, the privatization was
rather a successfully corporatization of
JNR. In Romania, taking into account
the SNCFR concerns for a totally inte-
gration in the European railways system
at the required level of quality, the priva-
tization is correlated with the objectives
of EU.  
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